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WHAT FILIPINO OPINION LEADERS THINK ABOUT THE PHILIPPINE 
ECONOMY AND ABOUT FOREIGN INVESTMENTS 


Philippine Government and business leaders are 
moderately optimistic about the Philippine economy and tend 
to feel that the urgently needed investment capital will be 
found. While roughly four out of five agree that the 
Philippines needs foreign capital and that the government 
should take steps to attract it, relatively few are willing 
to grant meaningful concessions to foreign investors. 

These are among the main findings of a study completed 
July 31, 1967 by the Department of Economics at the Ateneo 
de Manila University for the Esso Standard Eastern Company. 

The chief objectives of the study were (1) to ascertain the 
opinions of influential Filipinos in business, government 
and the professions concerning the Philippine economy in 
general and foreign investments in particular; and (2) to 
measure the attitudes of these leaders toward Esso and other 
foreign companies operating in the Philippines. 

Results of the study are based on personal interviews 
with some 200 "opinion leaders" in the Greater Manila area — 
110 of these from business, 40 from the three branches of the 
government, the remaining 50 from universities, newspapers, 
and law offices. (Figure 1.) The interviews were conducted 
in April, May, and June 1967 by graduate students in the 
Ateneo's Department of Economics. 

The business and government samples, though small 
and limited to the Greater Manila area, can be considered 
fairly representative of these two segments of the population 
at the national level. They were drawn in most cases by 
systematic random procedures. The third group, which the 
Ateneo economists labelled "academics," is less scientifically 
selected mixture of University officials, editors, columnists, 
reporters, and lawyers. It cannot be taken to represent the 
opinion of university faculties in the Philippines or in 
Manila. 

The study is summarized in the following pages. 

A more detailed statement of the findings and of the 
methodology will be found in the Ateneo's report. 

Requests for additional information should be addressed 
to the Public Affairs Department, Esso Standard Eastern, 

Inc., Manila 
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Host Important Problems Facing the Philippine s 


Nearly everyone of these opinion leaders mentioned 
an economic problem among the one or two "most important 
problems facing the Philippines at the present time." The 
specific economic problems mentioned ranged from economic 
instability of the country and its slow pace of industrial¬ 
ization to comments on poor agricultural yields, lack of 
capital and of technical know-how, inadequacies in trans¬ 
portation, uneven distribution of income, low wages and 
the poor employment picture. Prominent among the social 
problems mentioned by the opinion leaders were deterioration 
of the peace and order situation and the lack of cultural 
and moral education. The relatively few respondents who 
mentioned political problems referred primarily to graft, 
corruption, and an excess of "politics" in government. 
(Figure 2.) 

The great concern with economic problems may have 
been stimulated in part by the fact that the study was 
undertaken by the Department of Economics and may have 
been introduced by the interviewer as a study of economic 
issues. The apparent lack of concern with political 
problems should therefore be treated with a grain of salt. 



Figure 2: MOST IMPORTANT PROBLEM FACING THE PHILIPPINES 


Total Sample 
(N-200) 



POLITICAL 


SOCIAL 


ECONOMIC 


Too much politics 
Government graft and 
corruption 


Peace and order situation 
Lack of national discipline 
Unfavorable Filipino traits 


Economic instability of the 
country 

Slow pace of industrializa¬ 
tion 

Poor agricultural production 
Lack of capital 
Lack of technical know-how 
Poor transportation 
Uneven distribution of 
iruome 

Poor employment opportunities 
Low wages 


f 




Opinion on Living Conditions - Past and Future 


A very large proportion (43%) of the Philippine 
opinion leaders believe that living conditions have 
deteriorated during the past five years. This belief 
is equally prevalent among all three groups included in 
the study — the business leaders, the government 
officials, and the "academics." Nonetheless, there is 
much optimism concerning the future. More than half of 
the businessmen, and three-quarters of the government 
people, believe that living conditions will become 
better in the coming five years. (Figure 3.) 



Figure 3: OPINION OF LIVING CONDITIONS- ?A3T AND FUTURE 
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The Stimulants Needed for Economic Development 


Greater or improved economic inputs were considered 
the most urgent needs to stimulate economic development 
in the Philippines. Two-thirds of the opinion leaders 
prescribed some economic medication, especially greater 
capital investment (suggested by 29%), development of the 
infrastructure — roads, irrigation systems, etc. — (23%), 
and industrialization (18%). Better economic planning, 
and development of a better market for Philippine products, 
were also mentioned as urgent needs. (Figure 4.) 

The 19% vfho felt that political changes were most 
needed stressed better government management, eradication 
of graft and corruption, and the peed for land reform and 
other improvements in the agrarian sector. Social changes 
recommended as economic stimulants included the development 
of more discipline, improvement of the peace and order 
situation, and a curb on smuggling. 



Figure 4: AID MOST NEEDED FOR DEVELOPMENT 
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t® Which Economy is Controlled by Foreigners 


Philippine elites tend to feel that foreigners own 
a large share of the country's capital resources. Fifty 
percent of the government group, and 39% of business 
leaders, think that foreign ownership is large or very 
large. Only 23% of the government officials (but el% of 
the businessmen) believe that the proportion of foreign 
ownership is relatively small. But when asked what per¬ 
centage of certain industries are now owned or controlled 
by aliens, at least two-thirds of this elite sample admit 
they do not know, and the guesses ventured by the others 
varied greatly. (Table 1.) 
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Table la. Assumed Foreign Ownership of Present Capital 
Resources in the Philippines 



Total 

Business 
(N= 110) 

Government 
(N= 40) 

Academic: 
(N= 50) 

Very large 
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11% 

10% 

18% 

Large 

31 
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to 

32 

Equal 
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15 

2 

Small 

32 

37 

23 

32 

Insignificant 
Don't know/no 

4 

4 

5 

4 

answer 

14 
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12 
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100% 

100% 

100% 

100% 


Table lb. Percentage of Certain Industries Believed Owned 
or Controlled by Chinese and Americans 
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Capital Needs and How to Meet Them 


There was near universal agreement that the 
Philippine economy does need more .capital than it has at 
the present time, but no consensus on the proportion of 
capital needs that could be supplied by domestic sources. 
Relatively few — 18% of the businessmen, 25% of the 
government officials — thought that the Philippines should 
rely primarily on domestic sources. Roughly two-thirds of 
both groups felt that the Philippines should rely equally 
on domestic and on foreign sources for its capital needs. 
(Figure 5.) 

When asked which of a list of a dozen industries 
would most benefit from the possible importation of foreign 
capital and know-how, the opinion leaders agreed that 
mining, oil and gas, basic metals, chemicals, and agriculture 
would benefit the most. (Table 2.) 


Table 2. Industries Which "Opinion Leaders" Believe Would 
Benefit Most From Importation of Foreign Capital 
And Know-How 



Total 

(200) 

Business 

(110) 

Government 

(40) 

Academics 

(50) 

Mining 

44% 

40% 

35% 

62% 

Oil and Gas 

41 

35 

33 
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40 

46 

28 

36 

Chemicals 

38 

40 

28 

42 

Agriculture 

34 

30 

28 

46 

Electricity 

9 

8 

7 

10 

Textiles 

9 

6 

7 

14 

Construction 

6 

6 

7 

6 

Importing 

5 

3 

7 
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Banking 

4 

6 
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0 
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3 

4 

5 
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* * * 
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Figure 5: WHER E CAPITAL SHOULD COME FROM 
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Should the Government Take Steps to Attract Foreign Capital? 


Tho great majority (77%) of the elites included in 
this study recognize that the Philippine government must 
take some positive action in order to attract the needed 
foreign capital. (Figure 6.) Only 15% feel that no 
additional steps are necessary tc entice foreign investors 
to put their money into the Philippines. 



Figure 6 : SHOULD GOVERNMENT TAKE STEPS TO ATTRACT FOREIGN CAPITAL 
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Concessions for Foreign Investors 


Despite the recognized need to encourage foreign 
investment, relatively few "opinion leaders" (27%) are 
willing to go so far as to grant foreign investors to 
engage in business on the same terms as Filipinos. 
Surprisingly, more government than business people (38% vs. 
26%) are ready to grant foreign investors equal rights. 

(Figure 7.) 

The capital lures most favored by government 
officials are to permit duty-free entoy of capital 
equipment and to grant certain income tax exemptions. 
Businessmen tend to agree that these two grants would be 
very desirable, but they also vote strongly for guarantees 
assuring unfettered repatriation of capital and unrestricted 
remittance of profits. The latter measures are less 
popular with government officials, who seem to prefer one¬ 
time or short-term subsides to laws which would provide 
continuing benefits to foreign investors. 
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Opinion of Chinese and American Companies 


Opinion of the Chinese companies operating in the 
Philippines is low indeed among all three groups included 
in the study. Only 28% of the business leaders, and but 
8% of the government officials, feel that the operation of 
Chinese companies in the Philippines is good for the country. 
Negative opinions about Chinese companies range from 40% 
among the business group to 60% among the "academics." 

(Figure 8.) 

American companies in the Philippines, on the other 
hand, have a far better image. Three-quarters of the 
businessmen, and one-half of the government officials, think 
that American companies have been good for the country. 

Main objections to the Chinese companies were that 
they control the market and tend to monopolize the business, 
that their profits go to China rather than being invested 
in the Philippines, that they do not employ Filipinos except 
as laborers, and that they corrupt Filipino politicians and 
circumvent the country's laws. The minority which spoke well 
of the Chinese companies admired their industriousness and 
honesty, which set a good example for Filipinos, and felt that 
they had helped to develop the economy and provided needed 
capital and tax revenue. 

Negative comments about American companies were based 
on reasons similar to objections raised against the Chinese — 
that they control or monopolize segments of industry, that 
they offer unfair competition, that they send their profits 
back to the U, S., and that they discriminate against Filipino 
employees. Those with positive feelings towards American 
companies said the companies had done much to develop the 
country's economy and national resources, that they had provided 
much needed capital, credit facilities, and employment oppor¬ 
tunities, and that they serve as models of efficiency for 
Filipinos to imitate. The American companies' willingness 
to pay their taxes regularly, and their help in finding markets 
for Philippine raw materials, were also noted. 

Despite their strong anti-Chinese sentiments, most of 
Manila's elite feel that, on the whole, the foreign companies 
have been good rather than bad for the Philippines. Only one 
in ten- believes that the disadvantages outweighed the contri¬ 
butions made by the foreign companies. 


A 




















Opinion of Specific Foreign Companies 


After talking about the foreign companies in general 
terms, the "opinion leaders" were asked to name five foreign 
companies operating in the Philippines toward which they had 
friendly feelings, five towards which they had unfriendly 
feelings, and three foreign companies which they thought 
contributed most to the Philippine economy. Results are 
shown on Table 3. 

The oil companies, whose network cf gas stations 
throughout the country makes them unusually conspicuous, 
rated highest in popularity, along with the San Miguel Brewery, 
whose product is ubiquitous. Caltex was best liked, being 
mentioned by 40% as a company toward which respondents had 
friendly feelings, and by 20% as a major contributor to the 
Philippine economy. Esso was in second place, with 25% 
mentioning it as best liked and the same percentage believing 
it had contributed most to the Philippine economy. Shell 
came in third, scoring 15% in the "best liked" and "major 
contributor" races. 

Few of the opinion leaders named any specific foreign 
company which they did not like. The only foreign firm 
rejected by more than a handful of leaders was the Philippine 
Long Distance Telephone Company, presumably because of the 
poor service for which it is well known. Caltex was unpopular 
with 2% of these groups, but was named by 40% as a company 
they particularly like. The British-owned Hong Kong Shanghai 
Bank probably earned its 2% negative rating because it was 
mistaken for a Chinese firm. The three groups studied did 
not differ significantly in their rating of foreign companies, 
except that government people could think of very few foreign 
firms toward which they had friendly feelings. Government 
officials, like the rest of the sample, rated Esso as the 
company which had contributed most to the Philippine economy. 
Surprisingly, not one person in the government sample men¬ 
tioned Shell as a contributor to the economy, while business 
men rated Shell as highly in this respect as they rated Esso, 
Caltex, and San Miguel. 
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Table 3. Opinion of Foreign Companies 
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Ho Objections to Minority Interest by Foreign Investors 


More than three-quarters of the Philippine elites 
included in this study held that minority participation 
of foreign investors in Filipino companies is good for 
the Philippines. (Figure 9.) Foreign minority interests 
were considered good for the same reasons that American 
companies operating in the Philippines were considered 
helpful — because they supplied needed capital, helped 
in the development and progress of business, trained 
Filipinos and provided employment. The very small per¬ 
centage (5% overall) which felt that even minority 
participation is bad believed that a foreign minority 
often found ways to dominate a Filipino-owned company. 




















Opinion of Present Restrictions on Foreign Investments 


Surprisingly few (58%) of the "opinion leaders" 
said they are aware of existing lav/s and regulations 
placed on foreign investments. Few of those who claimed 
some familiarity with the present rules favored any 
additional restrictions on foreign investments in the 
Philippines. All told, only about 11% of the 200 "opinion 
leaders" advocated further limitations, such as restricting 
remittance of profits. On the other hand, 10% favored 
lifting some of the present restrictions, and 3% thought 
that equity between foreign and domestic capital should 
be restored. (Figure 10.) 



Figure 10: OPINION OF FOREIGN INVESTMENT RESTRICTIONS 
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In enterprises not reserved by law explicitly to 
Filipinos, about half of the three groups studied said 
they favor limiting foreign ownership to 40%. The 40% 
figure is especially popular among government officials, 
nearly two-thirds of whom voted for it. One in ten 
business leaders and government officials would limit 
foreign ownership to between 21% and 30%, while roughly 
the same proportion would allow foreign ownership to go 
as high as 50%. (Figure 11.) 



Figure 11. DESIRED LIMITATION ON FOREIGN INVESTMENTS 
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Strong Support for Retail Trade Nationalization Law 


The Retail Trade Nationalization haw of 1954, which 
prohibits aliens or corporations not wholly-owned by either 
Philippine citizens or by Americans from engaging in the 
retail trade, is verv strongly supported by government 
officials and by "academics," and finds majority support 
also among business people. About three-quarters of the 
government people and the academics, and slightly over half 
of the business people, believe that this lav/ is good or 
very good for the Philippines. (Figure 12.) The minoiity 
which considered the law had (20$ among the business leaders, 
16% among the academics, and 7% among government people) 
felt that the law is against free enterprise, that it limits 
foreign investment in the Philippines, that it contributes 
to unemployment, and that it has been misinterpreted. 
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Not all supporters of the retail trade law are aware of some 
of the law's implications. Asked whether a Philippine firm which 
accepts investment capital from foreign sources should be banned 
from engaging in the retail trade, over one-half (55%) of the 
opinion leaders" said that it should not be banned. (Figure 13.) 
Yet the law works both ways — foreign firms cannot engage in the 
retail business, and Philippine retailers cannot accept any foreign 
investment money. The position of the opinion leaders on this 
point is, therefore, not quite consistent. On the other hand, a 
sizeable minority (31% of the business leaders, 43% of the govern¬ 
ment officials) favors complete nationalization of the retail trade 
all the way and would ban Filipino firms from the retail business 
if they accept money from foreign investors. 



Figure 13: SHOULD PHILIPPINE FIRMS ACCEPTING FOREIGN CAPITAL 
BE BANNED FROM RETAIL TRADE? 
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Laurel-Langley Unti l 1974 


Nearly all the government officials (98%), but only 
76% of the business people, claimed to be aware of the 
provisions of the Laurel-Langley Agreement of 1954. Those 
aware of the Agreement tended to see in it far more advan¬ 
tages to the Philippines than disadvantages, although many 
(40%) expressed disappointment in the volume of American 
investments attracted by the Agreement. 


One of a number of questions concerning the Laurel- 
Langley Agreement asked, in view of much press discussion 
of this point, whether the Agreement should continue in 
force until its expiration in 1974 or whether it should be 
terminated earlier. Nearly two-thirds of the opinion leaders 
want the Agreement to continue until 1974. This sentiment 
was stronger among government officials'(75%) than among 
the business people and the academics (61% and 60% respect¬ 
ively). Nonetheless, one out of every five government 
people (but only one in ten businessmen), favored early 
termination of the Agreement — primarily to provide greater 
opportunities for the Philippines to be both economically 
and politically independent. (Figure 14.) 
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Retain No Laurel-Langley Provisions - Except Some 


Relatively few opinion leaders, and these mainly among 
businessmen, favor retaining any provisions of the Laurel- 
Langley Agreement beyond 1974. Among businessmen, about 
one-quarter wishes to see some provisions retained, another 
quarter wants to see all the provisions ended, while the 
remainder either don't know what they want or are not 
sufficiently familiar with the law to express an opinion. 
Government officials and "academics" are more likely than 
businessmen to feel, that none of the provisions in the Agree¬ 
ment ought to be retained. Thus, 60% of the government 
officials are willing to get rid of all parts of the Agreement, 
while only 15% state they would like to see some provisions 
retained. 


The leaders who say that no provisions of the Laurel- 
Langley Agreement should be retained don't necessarily mean 
quite that. In the survey, those who said that none of the 
provisions should be retained, and those were not sure whether 
any should be, were asked specifically about the sugar quota 
under which the U. S. agrees to purchase at least 1,050,000 
tons of Philippine sugar annually. One-third of the government 
officials, and 17% of the businessmen, oppose termination of 
the sugar quota, even though at the same time they say that 
no provisions, or at least no other provisions, of the Laurel- 
Langley Agreement should be retained. Most of the relatively 
small group of leaders (21%) who felt that not all of the 
Laurel-Langley Agreement should be scrapped would like to 
retain the provisions which now protect a number of Philippine 
exports. A very small percentage (3%) favors retaining 
parity rights for American businessmen. (Figure 15.) 



Figure 15: SHOULD ANY LAUREL-LANGLEY PROVISIONS 3E RETAINED? 
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The Future of Long-Term Concessions and Franchises 


Related to the Laurel-Langley Agreement is the 
question of the long-term concessions and franchises which 
have been granted to some American companies engaged in 
the exploitation of natural resources or in the operation 
of public utilities. Should companies with such long¬ 
term rights be allowed to operate the.ir business throughout 
the life of their concession or franchise, or should they 
cease operations when the Laurel-Langley Agreement and the 
Parity Ordinance of the Constitution terminate? 

Opinion on this question was evenly split for the 
three groups as a whole. Business leaders tended to favor 
by a small margin continuation of the concessions (37% vs. 
28%), while government people were more likely to advocate 
termination (50% vs. 38%). (Figure 16.) 
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Agreement of Basic Economic Interests with the U. S. 


After discussing at some length the Philippine 
economy and the role played in it by foreign investments, 
the "opinion leaders" were asked to what extent they thought 
that the economic interests of the Philippines agree with 
those ci the U. S. Just over half of the "opinion leaders" - 
the proportion did not vary between the three groups — felt 
that the economic interests of the two countries were at 
least fairly well in agreement. (Tigure 17.) A sizable 
minority (37%) held that the economic interests were rather 
or very different, and the remainder expressed no opinion. 


Those who held that the economic interests of the 
two countries differ were not necessarily anti-American. 
They explained that the U. S. is a highly industrialized, 
powerful country, while the Philippines is largely an agri¬ 
cultural country in the early Stages of development. The 
economic needs of two countries as different as that were, 
therefore , believed to be dissimilar. A few of the opinion 
leaders added that the U. S. tended to impose its will on 
the Philippines, to give aid only with "strings attached," 
and to exploit its technical advantage over the Philippines. 
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Summary 


For American companies now operating in the 
Philippines, results of this study of elite opinion in 
Mani.lt show a reservoir of goodwill coupled with nation¬ 
alistic. sentiments which tend to roahe future operations 
more difficult. The strong support given the Retail.Trade 
Nationalization Law by businessmen* government officials 
and professionals suggests that even a very broad inter¬ 
pretation of the law will be accepted by the Philippine 
leadership. American firms with long-term concessions or 
franchises under the Parity clause of the Constitution 
can expect strong pressure for termination of these rights 
when the Laurel-Langley Agreement expires, American 
investors wishing to enter the Philippine market will find 
that their money is welcome and that the government can 
be expected to provide short-term benefits for new invest¬ 
ment capital. Nationalistic pressures on the government* 
however* are likely to continue and to increase. The 
long-run prospects for foreign investors in the Philippines 
thus appear somewhat uncertain. 



